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addressed the importance of teacher quality and competency in providing 
optimal education to diverse students. An opening statement by Senator DeWine 
discussed the crisis in teacher education in the U.S., examining NCATE 
accreditation. Statements from Thomas Payzant, Superintendent of the Boston 
Public Schools, and Nancy Grasmick, State Superintendent of the Maryland 
State Department of Education, follow. Payzant discussed the type of training 
teachers need to succeed in Boston's public schools. Grasmick discussed 
teacher education initiatives and reforms in Maryland. Prepared statements by 
Senators Bill Frist and Edward Kennedy supported the statements of the 
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made recommendations for achieving the goal of improved educational quality. 
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BETTER TEACHERS FOR TODAY’S 
CLASSROOM: HOW TO MAKE IT HAPPEN 



THURSDAY, MAY 7, 1998 

U.S. Senate, 

Committee on Labor and Human Resources, 

Washington , DC. 

The committee met, pursuant to notice, at 10:16 a.m., in room 
SD-430, Dirksen Senate Office Building, Senator Jeffords (chair- 
man of the committee) presiding. 

Present: Senators Jeffords, DeWine, and Bingaman. 

The Chairman. The hearing will come to order. 

If the Senator from New Mexico does not mind, I would be happy 
to allow him to make his statement at this time. 

Senator Bingaman. That is great, Mr. Chairman. 

The Chairman. But first, I want to commend you for raising the 
issue which we are discussing here today. In the scope of things, 
teacher preparation is probably the most critical issue we face in 
education. Nothing is going to improve until we see changes in the 
classroom. We need to meet the goals that we have set for our- 
selves, and you have touched upon a very, very important aspect 
of the goals, so please proceed. 

Opening Statement of Senator Bingaman 

Senator Bingaman. Thank you very much, Mr. Chairman, and 
thank you for the speed with which you and your staff have orga- 
nized the hearing. I think it is extremely important that we are 
able to do this before we take action on the Higher Education Act 
which will be on the floor very soon, I understand. 

The Chairman. I expect we may be up as soon as this next Fri- 
day. 

Senator Bingaman. Well, I hope that we can learn some things 
at this hearing that will help us to settle on a proposal or a proce- 
dure that we can get good bipartisan support for in this area as 
well. 

This bill which was reported out of committee with your leader- 
ship has a number of incentives in it for States to streamline and 
strengthen the ways in which they license and place teachers, and 
I think those are very strong provisions, and I support them. There 
is one matter of unfinished business, and it is the subject of this 
hearing today. That is, when parents are asked, as they were in 
March of 1998 in a poll commissioned by Newsweek, what concerns 
them most about their children’s education, the number one re- 
el) 
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sponse is the quality of the teachers. That is an understandable 
concern. 

Teaching is our largest profession. We have 3 million people em- 
ployed in the profession, and to maintain and even increase the 
supply of teachers, teacher preparation programs need to generate 
thousands of teaching candidates each year. This is a major con- 
cern in the Federal Government. We are supporting students in 
these programs to the tune of $1.8 billion in student loans. The 
quality of some programs, in my view, warrants questioning the ex- 
penditure of some of those funds. How is it that some universities 
condone a rate of about 40 percent of their teacher education stu- 
dents passing licensing exams? How do I as a Senator explain to 
my constituents that their tax dollars are going to support institu- 
tions that are failing to adequately prepare the students of those 
institutions to meet the requirements that the States impose? I 
think we should reiterate, and probably will at several points in 
the hearing today, that we are talking here not about Federally-im- 
posed requirements, but about State-imposed requirements. 

The proposed amendment that I have made to the Higher Edu- 
cation Act requires some accountability on the part of education 
schools and the universities that house those schools. That amend- 
ment, which I offered at the markup, requires that within a 4-year 
period, at least 75 percent of the teaching candidates graduating 
from schools pass State licensing examinations or tnat those 
schools be accredited by a recognized professional standards board 
in order to continue after that 4-year period to access funds under 
Title IV. 

Since the markup, we have consulted with a number of respected 
scholars, policymakers, legislators and constituents, and I would 
suggest that we make some changes in that amendment, and let 
me just briefly cite what I think some of those are. 

The amendment that I offered required that passing rates for 
test-takers be based on the first attempt to take the test. I think 
that that is not proper. I think that clearly, if a candidate in taking 
this exam wants to take the test several times and is able to pass 
after additional attempts, that should be permitted and should 
count toward the number of qualified teachers that they are train- 
ing. 

Also, I think we should add a section on reporting — that has 
been suggested by many — so that States may collect the informa- 
tion needed by potential teachers to make informed decisions about 
enrollment in tnese teacher preparation programs. As far as I can 
tell, there is universal agreement that we have inadequate report- 
ing going on at the present time. 

A third item is tnat States should be encouraged to substitute 
current licensing procedures with demonstrably more rigorous as- 
sessments. We would not want to have anything in this provision 
that discouraged States from improving their assessment tools, so 
perhaps we need to make some accommodation for that. 

So, to neutralize a couple of the misconceptions, let me just brief- 
ly State some of the things that the amendment does not do. It 
does not say that all graduates of teacher preparation programs 
would have to pass State licensing exams; it sets the figure at 75 
percent, which seemed to me to be a reasonable figure, but we can 



O 

ERIC 

hfliflaffHHaaaa 



6 



3 



certainly debate that and hear testimony on whether that is the 
right number. 

Second, the amendment does not set a new legal precedent. 
There exist in the Higher Education Act other cases in which the 
Federal Government is proposing to withhold funds for purposes of 
increasing accountability. 

Third, file amendment does not say that the pass rate or accredi- 
tation measures must be met immediately. As I mentioned, the 
education schools would have 4 years in which to meet whatever 
criteria we put in this amendment. And the amendment does not 
mean that students would lose their loans; loans would be contin- 
ued at any program that meets the standards set out in the pro- 
posed amendment. 

And finally, the amendment does not establish a national licens- 
ing exam or board. Each education school's pass rate would be 
based on their own State's licensing requirements — no single ac- 
creditation board is endorsed in the amendment. 

So again, Mr. Chairman, I congratulate you for your focus on this 
issue. I think it is a very important issue. Clearly, our ultimate 
focus is the children who are served by the graduates of the edu- 
cation schools, and in order to serve the children of those graduates 
of the education schools, we need to be sure the education schools 
are held accountable for producing quality teachers for every class- 
room, and I think we have an historic opportunity to move in that 
direction with some proposal along the lines of the amendment that 
I offered at the markup. 

Thank you very much. 



The Chairman. Thank you, Senator. I want to commend you for 
raising this issue, the issue of proficiency of our teachers colleges 
and providing the necessary skills to help our Nation reach our na- 
tional education goals. We sit together on the Goals 2000 Panel, 
and I will say it has been a most discouraging job. We have been 
there for a number of years now, and to get a report each year 
which says that not much has happened is, needless to say, less 
than encouraging. 

It has been 15 years since the national crisis in education was 
raised by the W A Nation at Risk” report. This was back in the 
Reagan administration, with Secretary Bell running the study. The 
admonition was given in these terse words — again, this is from the 
Reagan administration: “If a foreign government had imposed on 
us our educational system, we would have declared it an act of 
war.” 

That was supposed to wake everybody up and excite everybody, 
and all sorts of wonderful things were supposed to happen. As a 
result of that, Goals 2000 was set into law. but not until 19S4. 
These goals are that by the year 2000, 1) all children in America 
will start school ready to learn; 2) the high school graduation rate 
will increase to at least 90 percent; 3) all students will leave grades 
4, 8, and 12 having demonstrated competency over challenging sub- 
ject matter; 4) the Nation's teaching force will have access to pro- 
grams for the continued improvement of their professional skills — 
that is one that I want to concentrate on; 5) United States students 
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will be first in the world in math and science achievement; 6) every 
adult will be literate and will possess the knowledge and skills nec- 
essary to compete in the global economy and exercise the rights 
and responsibilities of citizenship; 7) every school in the United 
States will be free of drugs and violence, and 8) every school will 
promote partnerships that will increase parental involvement. 

Well, little has changed from 1983. There is some improvement 
in science but little in math. Children are coming to school slightly 
more prepared to learn, but this is primarily in the health area. It 
is obvious that nothing is going to change unless it changes in the 
classroom, and nothing will change in the classroom until the 
teachers change, and the teachers cannot be expected to change 
until they have help in knowing what is expected of them. I think 
that is where we have failed the most egregiously. 

In the most recent Goals 2000 report issued last November, we 
learned that more than 40 States have had no change in the per- 
centage of teachers who reported they held a degree or held a 
teaching certificate in their main teaching assignment. In 33 
States, no change was reported in the proportion of beginning pub- 
lic school teachers who participated in a formal teacher induction 
process. 

Dindo Rivera, who travels around the country for IBM raising 
this issue, likes to explain it this way: If you were an office worker 
and had fallen asleep for 20 years, as Kip Van Winkle did, and 
then walked into a modern office, you would go into catatonic shock 
trying to do anything, from answering the telephone to typing a let- 
ter. However, if you were a school teacher, when you walked back 
into the classroom after your slumber, you would feel right at home 
in your subjects. Unfortunately, I think that that is all too true. 

Some changes are occurring. The concept of social promotion ini- 
tiated in the sixties is being challenged but is creating serious 
problems for schools requiring remedial help. Literacy programs 
are beginning to be initiated to stop or reduce the inflow oi poor 
or nonreaders. But as to the crisis of math and science and other 
critical subjects, we have seen little in the way of results that could 
encourage us. 

The Senator’s suggested amendment has raised a very important 
issue, and he has appropriately put his finger on the most impor- 
tant cause of the crisis, and we are here today to examine this 
issue. He is correct in pointing a finger at the colleges of education. 
They need to change. They must ensure that graduates are capable 
of facing today’s challenges, not yesteryear’s. But they are unlikely 
to change unless the universities that host them pay attention to 
them. 

The evidence we will hear today will demonstrate the current 
State of affairs. The schools of education are treated as step- 
children. In most cases, the degrees issued are not enough to in- 
crease their capacity to teach updated courses, and these updated 
courses are sorely needed. 

We must focus attention on this issue. We first must modify our 
National Education Goals 2000 to highlight the need for qualified 
teachers in the classroom. We should also call together the univer- 
sities to challenge them to take immediate action to remedy this 
crisis. We must enlist teachers and teachers unions to insist that 
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they too help out, and we must do all we can to give them the nec- 
essary help so that our schools meet our National Education Goals. 

This is not blaming the teachers; it is pointing out that the 
teachers need our help. We need to embrace them, and we need to 
assist them and insist that, as leaders, they adopt the proper tech- 
niques to get the skills they need. 

The higher education bill before us does make strides in this di- 
rection, but it is not enough. Next year, we will be taking up the 
reauthorization of the Elementary and Secondary Education Act 
and the reauthorization of Goals 2000. In the interim, we must 
raise awareness of the problem and the need to change. 

The number of teachers is not as important as the quality of 
teachers. On the Federal level, we must focus on promoting and en- 
suring quality. We do not necessarily need millions of new teach- 
ers — what we need is millions of good teachers. 

The Hunt Commission report, *What Matters Most: Teaching for 
America’s Future,” says the Nation should set a goal of certifying 
100,000 teachers in this decade for national board certification — 
one for every school in the United States. What we need, and what 
matters most, is that the 100,000 new teachers certified, yes, are 
good teachers, and that every teacher in every classroom is a good 
teacher. 

The need for good teachers has been recognized. The “What Mat- 
ters Most” report has set a goal of providing 100,000 nationally ac- 
credited teachers, but their goal is too far off into the next century. 
Their goal would provide one teacher for every school. We need one 
for every classroom, and most certainly, every new teacher grad- 
uating must be trained to be a good teacher. 

Every teachers college must meet the challenge, and every 
present teacher must be given the training to be a good teacher. 
The present bill takes a large step in that latter direction. 

Again, I praise the Senator from New Mexico for raising this 
issue, and I assure him that improving teacher preparation will 
continue to be a top priority of mine as well. I deeply appreciate 
his commitment to improving teacher training. We will have to ex- 
amine this issue closely, ana as the Leader told me this morning, 
we may mark up the higher education bill a week from tomorrow. 
I pledge to work with you to try to focus attention on this issue. 

Senator Bingaman. Great. Thank you. 

The Chairman. Our first witness is Margot Schenet, who is a 
specialist in social legislation for the Congressional Research Serv- 
ice. I deeply appreciate your coming on somewhat short notice, but 
this issue is extremely important, as you know, and we look for- 
ward to your testimony. 

STATEMENT OF MARGOT A. SCHENET, SPECIALIST IN SOCIAL 

LEGISLATION, CONGRESSIONAL RESEARCH SERVICE, WASH- 
INGTON, DC 

Ms. Schenet. Thank you, Mr. Chairman. 

I was asked to come today to summarize a CRS report I wrote 
on institutional eligibility under Title IV of the Higher Education 
Act. 

As you know, Title IV provides aid to students who make their 
own choices among a diverse array of postsecondary schools. Some 
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of these schools may not provide an adequate education, and stu- 
dents do not always make the right choices. Title IV institutional 
eligibility requirements concerning program quality, student 
consumer protection and institutional viability are designed to deal 
with these potentially adverse consequences. 

To be eligible for Title IV, institutions must meet the following 
basic criteria: admit only students who have a high school diploma 
or are beyond the age of compulsory school attendance; be legally 
authorized to operate by the State in which they are located; be ac- 
credited by an agency recognized for that purpose by the Secretary 
of Education, and be certified by Education according to statutory 
criteria. These last three form the triad— State authorization, pri- 
vate accreditation and Federal certification. 

Two institutional criteria apply only to schools wishing to partici- 
pate in the loan programs. First, foreign institutions and foreign 
medical schools in particular are eligible only if they meet special 
quality standards, including for the medical schools a 60 percent 
pass rate on certain exams. 

Second, to continue participating in the loan programs, eligible 
institutions must not have a pattern of high student loan cohort de- 
fault rates. Research has shown that most defaulters are either 
dropouts or graduates unable to find jobs. The default rate provi- 
sion holds schools responsible for these circumstances of their 
former students. There is a waiver for exceptional mitigating cir- 
cumstances that exempts schools that have high graduation or job 
placement rates even though they serve students at risk of default. 

All of these definitional criteria apply to entire institutions and 
not to the specific programs that they offer, with the exception of 
short programs of 3 to less than 6 months. These programs are 
generally eligible only if they require an undergraduate degree for 
admission. Otherwise, to participate in the loan programs only, 
they must satisfy special program quality standards that include 
70 percent school completion and job placement rates. 

I want to turn now to the three components of the triad. The 
State role in the triad per se is to provide legal authority to oper- 
ate. States vary widely, however, in the extent to which they exer- 
cise any oversight of postsecondary institutions or their programs. 
The 1992 Amendments attempted to strengthen the State triad 
role indirectly by providing an early warning system of problem 
schools and paying States to help the Federal Government review 
them. These were the State Postsecondary Review Entities, or 
SPREs. 

SPRE review standards were to include such things as graduate 
pass rates on professional licensure exams. SPREs generated con- 
troversy from the time they were first authorized, and much of the 
higher ed community opposed them as representing an unwar- 
ranted intrusion on their independence and academic freedom. 
They have not been funded since 1995, and S. 1182 repeals their 
authorization. 

Accreditation, the second component of the triad, is designed to 
promote academic quality while protecting institutional autonomy 
and academic freedom. Accrediting agencies are private organiza- 
tions that review member institutions based on self-developed qual- 
ity standards. There are currently six regional associations with 
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commissions that accredit most colleges and universities as well as 
a number of national accreditors for specialized schools of various 
kinds and many programmatic accreditors. 

Since 1952, the Federal Government has had authority to recog- 
nize accrediting agencies as reliable authorities as to the quality of 
education offered. Education recognizes both institutional and pro- 
grammatic accreditors, and schools may be accredited by many of 
these agencies. However, for Title IV purposes, only certain accred- 
iting agencies are recognized, and schools have got to select one of 
these institutional accreditors. Only those programmatic 
accreditors that also accredit free standing schools are included. 

There has been longstanding debate over the extent to which the 
Federal Government can rely on accreditation to provide some as- 
surance of quality. Over the years, accreditors have wanted the le- 
gitimacy that Federal recognition confers but have resisted Federal 
efforts to direct their activities and reviews. Since 1992, institu- 
tional creditors, to be recognized by the Department, must have 
standards for student outcomes. 

As a final component of the triad, the Department certifies that 
institutions meet certain financial and administrative require- 
ments. Institutions are also required to provide certain kinds of 
consumer information to students, including graduation rates and, 
for some schools, placement statistics. 

In summary, Title IV institutional eligibility requirements recog- 
nize the need for some assurance of program quality as well as stu- 
dent consumer information, but in general, with some fairly narrow 
exceptions that I have mentioned — short programs, the pass rate 
for foreign medical graduates — the Federal Government has relied 
on the other components of the triad — the accreditors and States — 
to develop quality standards for institutions and assess student 
outcomes at the institutional level. 

I would be happy to answer any questions you may have. 

[The prepared statement of Ms. Schenet follows:] 



ABSTRACT 

The Higher Education Act (HEA), being considered for reauthorization in the 
105th Congress, includes institutional eligibility provisions for postsecondary 
schools participating in federal student aid programs. These requirements include 
accreditation, state authorization, and certification by the U.S. Department of Edu- 
cation (ED), as well as rules concerning student loan defaults ana participation in 
the federal direct and guaranteed student loan programs. This report describes cur- 
rent HEA institutional eligibility provisions ana issues in re authorization. It will be 
updated periodically. For tne most current information on HEA re authorization leg- 
islation, see The Higher Education Act: Reauthorization in the 105th Congress, CES 
Issue Brief 98004, by James Stedman and Wayne Riddle. Updated regularly. 



Summary 

Both House and Senate authorizing committees have marked up Higher Education 
Act (HEA) reauthorization bills, H.R. 6 and S. 1882 respectively, that include some 
changes to institutional eligibility provisions. Both bills include the participation rate 
index (protecting schools with few borrowers) as an exemption from cohort default 
rate rules for participation in the student loan programs, and revise the exemption 
for Historically Black Colleges and Universities and tribal colleges. H.R. 6 extends 
the cohort default rules to participation in the Pell Grant program as well, and modi - 
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fies the treatment of revenues under the “85-15” rule. Both bills repeal State Post- 
secondary Review Entities , extend certification for up to 6 years, and establish dem- 
onstration programs for distance learning. 

Title IV of the Higher Education Act (HEA), being considered for re authorization 
during the 105th Congress, establishes institutional eligibility requirements for 
postsecondary schools participating in federal student aid programs. In order for 
students attending a school to receive federal Title IV aid, the school must be ac- 
credited, legally authorized by the state in which it is located, and be certified by 
the U.S. Department of Education (ED), as well as signing program participation 
agreements with ED for each of the Title IV programs. Questions likely to be raised 
about institutional eligibility during HEA re authorization include: Should the insti- 
tutional eligibility provisions continue to be applied to all sectors or should distinc- 
tions be made based on whether institutions are public, private non-profit, or propri- 
etary (private, for profit)? Should educational outcomes or other measures of 
prograin quality be used to determine eligibility or to differentiate among institu- 
tions in the application of regulations? Should the roles that different components 
of the triad (accreditors, states, federal government) play be more clearly differen- 
tiated, or changed? 

All of the approximately 7,000 institutions participating in at least one of the 
Title IV HEA student aid programs have met the criteria used to define institutions 
for purposes of Title IV; the definitions themselves are one of the ways used to 
screen out schools with certain characteristics associated with fraud and abuse, 
without denying eligibility to sound institutions. One of the most controversial cri- 
teria is the requirement that proprietary (for profit) schools must have at least 15 
percent of their revenue from non-Title fV sources. Other institutional criteria likely 
to be reconsidered during reauthorization include the rule limiting participation in 
the student loan programs of institutions with high student low default rates. 

Part H of Title IV spells out the roles and responsibilities for the various compo- 
nents of the triad. Controversy has surrounded implementation of many of the pro- 
visions in Part H concerning the state role, accreditation criteria, and ED certifi- 
cation, and some of these provisions will be reexamined during reauthorization. At 
the same time that implementation of institutional oversight provisions are re- 
viewed, it is likely that attention will also be given to proposals for regulatory relief. 

Institutional Eligibility For Student Aid Under 
the Higher Education Act: Background and Issues 
Legislative Action 

The House Committee on Education and the Workforce marked up a Higher Edu- 
cation Act (HEA) reauthorization bill (H.R. 6) on March 19, 1998. Included are pro- 
visions affecting institutional eligibility for student aid under title TV. The bill moves 
all institutional eligibility provisions into a new title I of the Act, but retains the dis- 
tinction between institutional definition for purposes of non title IV programs and 
those for title IV. H.R. 6 includes several provisions modifying cohort default rate 
rules. A definition of exceptional mitigating circumstances that exempts institutions 
from the default cut-off is added to the statute; this definition is less stringent than 
definitions currently established by the Secretary of Education (ED) in regulations. 
In addition, schools with a participation rate index of. 0375 or less as currently de- 
fined in regulations are exempt from the rules (the index allows schools with few bor- 
rowers to nave higher default rates). Historically Black Colleges and Universities 
(HBCU’s) and tribal colleges are only exempt for one additional year (July 1, 1999), 
after which such schools with high rates that demonstrate progress in reducing them 
below 25 percent may, at ED’s discretion, remain eligible for a further 2 years. H.R. 
6 also extends the cohort default rules to participation in the Pell Grant program. 
Current ED regulations on the “85-15” rule are superseded by a provision which al- 
lows revenues from non title IV eligible education and training programs to be in- 
cluded in the calculation. Finally, the House bill extends certification for up to 6 
years, repeals provisions for State Postsecondary Review Entities (SPREs), ana elimi- 
nates the requirement for accreditors to do unannounced site visits. 

In recognition of the issues raised by new distance learning programs and institu- 
tions, H.R. 6 establishes authority for ED to conduct distance learning demonstration 
programs and waive institutional and student eligibility requirements that might 
prevent such demonstrations. The bill also provides for a continued Quality Assur- 
ance and regulatory simplification program, but clarifies that the experimental sites 
authority applies only to quality assurance and does not allow ED to waive any stat- 
utory requirements. 
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The Senate hill (S. 1882) makes fewer changes to institutional eligibility require- 
ments. Like H.R. 6 it does exempt schools with low participation rate indices from 
the cohort default rules; unlike the House bill , it extends theHBCU and tribal college 
exemption indefinitely , but gives ED discretion to eliminate their eligibility if the 
schools that exceed default limits do not file a default management plan and show 
improvement In addition , the Senate bill requires schools that file cohort default rate 
appeals to provide ED financial guarantees to ED for any federal student aid they 
receive during the pendency of the appeal. S. 1882 did not extend the cohort default 
rules to Pell Grant program participation. The Senate bill also repeals SPREs, ex- 
tend certification for up to 6 years , and eliminates the requirement for unannounced 
accreditation site visits. In addition, S. 1882 also clarifies that change of ownership 
and other financial responsibility provisions related to " owners u apply only to propri- 
etary schools. The Senate bill also revises refund policy requirements to make it clear 
that schools are not required to take attendance and that students are responsible 
for following the school's established withdrawal procedures. 

S. 1882 revises the Quality Assurance program to apply more broadly to improve- 
ments in the delivery system, including waivers of regulations concerning reporting 
as well as verification requirements. Unlike the House oill, the Senate bill would per- 
mit ED to select additional experimental sites and allow waivers of statutory require- 
ments, but only after the department reports on the results of the current sites, and 
her consulting with the authorizing committees on any new sites. With respect to dis- 
tance learning, the Senate bill initially authorizes only 5 demonstrations for degree 
granting institutions, with the possibility of expansion after evaluation of the first 5 
demonstrations. 



Overview 

Tille IV of the HEA authorizes programs that provide over $35 billion in student 
financial aid for attendance at a variety of postsecondary education institutions. 
These institutions include public and private, non-profit colleges and universities, 
community colleges, and trade and technical schools, most of wnich are proprietary 
(private, for profit) schools offering programs of vocational or occupational training 
lasting less tnan 2 years. In order for students attending a school to receive federal 
Title IV assistance, the school must: 

• Be accredited by an agency recognized for that purpose by the Secretary of Edu- 
cation (ED), 

• Be licensed or otherwise legally authorized to provide postsecondary education 
in the state in which it is located, and 

• Be deemed eligible and certified to participate in federal student aid programs 
by ED. 

In addition to this triad structure for institutional eligibility, schools must sign 
program participation agreements with ED for each of the Title IV programs. Of the 
three components of the triad — accreditation, state licensing, and engibility and cer- 
tification - the first two developed independently to serve purposes related to quality 
assurance and consumer protection, but not necessarily from a federal perspective. 
To avoid activating fears about federal interference in educational decision-making, 
the federal government, and ED specifically, relied on accrediting agencies and state 
licensing to determine standards of program quality. The federal government, 
through ED, the third arm of the triad, focused on protecting the administrative and 
fiscal integrity of its funding programs. 

In the 1992 re authorization of the HEA, a central goal was to reform this regu- 
latory structure in order to deal with reported problems of fraud and abuse. Grow- 
ing default costs in the guaranteed student loan program, as well as media and 
other reports of exploitation of the student aid programs especially by proprietary 
trade schools focused attention on how to improve the triad structure used to ap- 
prove schools for program participation. The Higher Education Amendments of 1992 
(P.L. 102-325) made numerous changes to the HEA to strengthen program integrity, 
including revision of the definitions of eligible institutions and provisions to reform 
tile process by which institutions become eligible to participate in Title IV student 
aid programs. Instead of singling out the proprietary school sector for special screen- 
ing and oversight, the amendments reformed the institutional eligibility rules for all 
postsecondary institutions. 1 In doing so, provisions had to be crafted to deal with 
all institutions, regardless of the diversity within the higher education community. 

The HEA is being considered for reauthorization during the 105th Congress. In 
reviewing the provisions regarding institutional eligibility under Title IV, and espe- 
cially many of the changes made to enhance program integrity in 1992, the follow- 



1 Although they were designed to have the greatest impact on the proprietary school sector. 
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ing general questions provide the focus to the discussion of specific issues that may 
be included in the legislative debate: Should the institutional eligibility provisions 
continue to be applied to all sectors or should distinctions be made based on wheth- 
er institutions are public, private non-profit, or proprietary? Should educational out- 
comes or other measures of program quality be used to determine eligibility or to 
differentiate among institutions in the application of regulations? Should the roles 
that different components of the triad (accreditors, states, federal government) play 
be more clearly differentiated, or changed? 

This report describes current HEA provisions that affect institutional eligibility 
for participation in Title IV student aia programs and discusses specific issues that 
are likely to arise as the HEA comes up for reauthorization in the 105th Congress. 

Definitions 

Currently, approximately 7,000 institutions are eligible and participate in at least 
one of the Title IV HEA student aid programs. Of these, about 42 percent are pro- 
prietary schools, with the rest equally divided between public and private non-profit 
colleges and universities. 2 All of these institutions have met the criteria used to de- 
fine institutions for purposes of Title IV of the HEA; the definitions themselves are 
one of the ways used to screen out schools with certain characteristics associated 
with fraud and abuse, without denying eligibility to sound institutions. 

Institutions 

Section 481 of the HEA defines institutions for purposes of student aid eligibility: 
this Section incorporates the definition of an institution of higher education found 
in Section 1201(a) that applies to non-Title IV HEA programs, and broadens the 
definitions to include other institutions as well. 3 Characteristics included in the 
definitions sometimes differ depending on whether the institutions are degree-grant- 
ing, and whether they are proprietary (for-profit). All schools regardless of type of 
control or nature of program must meet the following basic criteria: admit students 
who have a high school diploma or equivalent or are beyond the age of compulsory 
school attendance; be accredited by an agency recognized for that purpose by the 
Secretary of Education (ED); be legally authorized to operate by the state in which 
the school is located; be certified by ED according to criteria in subpart 3 of Part 
H of Title IV of the HEA. These definitional criteria basically set up the triad re- 
ferred to above. Several more specific criteria, clearly directed at controlling fraud 
and abuse, also apply to all institutions: they must not have filed for bankruptcy; 
and the institution, owner, or chief executive officer cannot have been convicted or 
pled guilty to a crime involving Title IV funds or found guilty of fraud in the use 
of such funds. In addition, schools where more than 25 percent of the students are 
incarcerated are excluded, although the Secretary may waive this prohibition for 
nonprofit degree granting institutions. 

Other definitional criteria apply only to certain types of schools. Public or private 
nonprofit postsecondary vocational schools (non degree -granting), and all proprietary 
schools must have been in existence for at least 2 years. Non degree granting 
schools must not enroll more than 50 percent of students who do not have a high 
school diploma or its equivalent, although the Secretary may waive this requirement 
for nonprofit institutions. Finally, proprietary schools must receive at least 15 per- 
cent of their revenues from non-Title IV sources (the “85-15” rule). All of these spe- 
cial criteria were included to remedy perceived problems relating to these character- 
istics, particularly in the proprietary sector. For example, the 2 year rule is to help 
prevent “fly-by-night” institutions from opening up just to get federal student aia, 
while the o5-15” rule is to insure that schools can attract some customers (i.e., stu- 
dents) who pay their own way. 

The “85-15” Rule. The “85-15” rule has generated considerable controversy. Sev- 
eral ultimately unsuccessful court challenges were brought by the Career College 
Association (representing proprietary schools) and ED's regulations implementing 
the provision were delayed by language in appropriations statutes. 4 There continue 
to be disputes over what should be included in the numerator (all Title IV aid re- 
ceived by students at a school or just the portion used for tuition and fees) and in 
the denominator (only revenues from courses eligible for Title IV aid or revenues 
from other similar contract training or related businesses). Final regulations imple- 



3 This estimate is based on recent institutional numbers for the student loan programs. Exact 
numbers are difficult to determine because of the lack of a unified database on institutional par- 
ticipation. 

3 Section 1201(a) covert traditional degree-granting public and private, non-profit colleges and 
universities, and public 1-year vocational schools that are accredited and state authorized. 

4 For a description of some of the objections, see Education Daily, June 20, 1994, and July 
21, 1994. 
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